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Good morning. | am Joseph Boardman, Commissioner of the New York State Department of
Trangportation (NY SDOT). | gppreciate the opportunity to present testimony on the status of Amtrak.
| am aware that this hearing is one of a series being held on Amtrak a this critica juncture in its history.
While | recognize that the focus of this Hearing is on the Successes and Fallures of Amtrak as it stands
today, | would dso liketo comment on thelarger role of intercity passenger rail in our trangportation system
and the economy, and on New Y ork State's thoughts for the future of passenger rail.

Asyou know, New Y ork State isastrong supporter of passenger rail service as part of asound ba anced
integrated multi-modal transportation syssem. Since railroading began over 170 years ago in 1831 with
the initid run of the Dewitt Clinton between Albany and Schenectady, New Y ork State has been & the
forefront of financing and implementing passenger rail enhancementsand improvements. New Y ork State
implemented thefirgt high speed rall serviceinthe nation in the 1890's, passed historic transportation bond
actsinthe 1970's(which, among other railroad improvements, financed 110 mile-per-hour service between
Albany and New Y ork City), and today is investing well over abillion dollarsin improvements related to
intercity passenger rail. Thisincludesthe State's $200-million-plus high speed rail agreement with Amtrak,
and over ahillion dollarsinimprovementsto two of the busest ationsin the Amtrak system, Pennsylvania
Station (the Farley Post Office project) and the Albany-Renssdaer Station in the Capital Didtrict. New
Y ork is complementing these investments with over a dozen intermoda projects that will benefit intercity
passenger rail service between the Hudson Valey and Buffado. Inadditionto our capital investments, New
York State was one of the earliest supporters of additional service beyond the core established by
legidation. Sincethe 1970's, New Y ork State has provided both capital and operating assi stance to the
Adirondack service linking New York City to Montreal. NY SDOT currently provides about one million
dollarsin support, and expects to double this assstance in the next year. Clearly, our commitment to and
vigon for passenger rail in New York Stateisred. And our investmentstoday are producing theintended
results, asridership in New Y ork's Empire Corridor has increased by more than one third since 1997.

Y et aswe aso know, passenger rail service does not exist in avacuum. Rall is one dement of a much

larger and more complex trangportation system. A functioning integrated corridor focused rall
trangportation system links our communities to each other and links citizens and businesses to the rest of
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the nation and the world. Without an effective transportation system, we risk being isolated and missng
out on opportunities to be important players in the growing and increasingly integrated world economy.

For New Y ork State, rail isacritica part of our integrated passenger and freight network. For passengers,
New York Stateis served by the Adirondack, Empire and Northeast Corridors. The Adirondack Service
provides vauable connectivity to the citizens in smaler communities in Northern New Y ork between
Montreal and New Y ork City. The Empire Corridor links mgor New Y ork State cities west of Albany
with Chicago and the Midwest, and competes effectively with the automobile travel dong the Albany to
New Y ork City segment. TheNortheast Corridor serviceprovidescritica congestionrelief for passengers
adong the 1-95 corridor, where the interstate and aviation markets are nearly saturated. For freight,
Canadian Nationd, Canadian Pacific, CSX, and Norfolk Southern provide service to and from the Port
of New Y ork and other local markets to the trade corridors in the broader Northeast Trading Bloc. This
bloc is defined as bounded by Halifax, Nova Scotiato the North, Norfolk, VA to the South, and Chicago
to the West, and from these points, to the larger nationd and global economies.

Further, as demondrated by the events of September 11, rail iscritical from asafety standpoint, providing
much needed redundancy to the transportation system. At a time when the aviation network was shut
down, intercity passenger rail service was operationa as early asthe evening of thet tragic day. Nowhere
was that operation more essential than the State of New Y ork, where access to New York City was
otherwise nearly non-existent. The connectivity provided by rail during this time extended to the entire
Atlantic Coast and the nation. In the time since September 11, intercity passenger rail, particularly in the
Northeast corridor, has become even more competitive, as the aviation system struggles to adjust to new
Security mesasures.

In this larger context, New Y ork believesthat the nation must continueto invest in the nationd rall system,
and continueto provide nationd intercity passenger rail servicethat linksour communities, and joinsuswith
our North American neighbors. Asacomponent of our nation'strangportation network, intercity passenger
ral provides a vital public purpose as surely as the interstate highway system or the nationd aviation
network. Itisthereforeapublic responghbility and should not bejudged Strictly onitsfinancid performance
or itssuccessin minimizing financia demands on thefederd government. No other mode of transportation
is asked to meet thistest. The federd government provides billions of dollars each year in subsdies to
other critical trangportation systems, in partnership with state and local governments. Mot recently, inthe
face of great financid difficulties, the federd government provided $15 billion to the airlinesto compensate
for losses and keep the system viagble following September 11. Federd investment in rall is afraction of
thisamount. A viablerall trangportation system requiresinvestment. New Y ork isawilling and committed
partner in the provision of such services. However, states can not do it done. The federd government
should and must be a strong financid partner in the provision of rail services.

Today, this Committee is examining the question of the success or failure of Amtrak and Amtrak's most

recent authorization, the Amtrak Reform and Accountability Act of 1997 (ARAA). Inpassngthe ARAA,
Congress legidated arall policy that has been articulated since the 1970's. That policy did not advocate
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alinked nationd system. Inits June 1979 report to Congress, the Nationd Trangportation Policy Study
Commission recommended "that Amtrak management be given complete flexibility to make adjustments
to theroute sructure. Allowing Amtrak such flexibility would make it unnecessary for Congressto engage
in drastic restructuring...The route structure should be re-focused to achieve more codt-effective
performance. Amtrak should cut back subgtantialy on itslong haul routes and concentrate in the short run
on reducing its deficits by serving dense corridors, and in the long run on providing only that service which
is determined to generate long-term benefits to society in excess of resource cost.” 1n 1997, Congress,
through the ARAA, provided Amtrak with the flexibility to discontinue unprofitable routes or renegotiate
costly labor provisons. Inexchange, Amtrak wasto befree of federa operating subsidieswithinfiveyears.
The mandate, however, was flawed.

Firg, Amtrak retained the mission to operate a safe nationa passenger system. Yet the resources
authorized through the ARAA (about seven hillion dollars including the $2.2 hillion in capitd assistance
provided through the Taxpayer Relief Act) were inadequate to address both operating and infrastructure
needs, including the nearly onehbillion dollarsin safety repairsrequired inthetunnelsleading to Pennsylvania
Station in New York City, Amtrak's busiest station. Yet it was now required to focus on short-term
financid operationa goals to wean itself from federal operating assstance. As the Inspector Generd
reported in its January 2001 assessment of Amtrak's performance, "It is not clear whether Amtrak or any
other entity could ever operate a linked national system such as that in place today without operating
subsdies”

Further, while the ARAA provided Amtrak with the ability to take measures such as modifying route
structures and labor provisons, Amtrak was not in a position to make truly business-like decisons, as it
remained subject to annua appropriations decisons. Over the five years of the ARAA, Amtrak has
received little more than hdf of the funding authorized, $2.8 billion of $5.1 billion. Whilein theory, Amtrak
could discontinue routes or renegotiate labor contracts, in redlity, such actionswould be politicaly cosly,
jeopardizing Amtrak's annud federd gppropriations. Amtrak's cost cutting options, then, were limited.
Instead, Amtrak continued to operate its national passenger system while concentrating on revenue
generating activities.

Amtrak hasincreased revenuesthrough implementation of the Acelaservice on the Northeast Corridor and
the expansion of non-passenger revenue activitiessuch asmail and express. While non-passenger revenue
is expected to increase in importance over time, epecidly through opportunities from mail and express
business, New Y ork believes that thisserviceisnot part of the core mission of intercity passenger rail, and
should be developed only to the extent that it does not detract from passenger service.

Amtrak has also exercised its right, per the ARAA, to revise the cost-recovery formulas for state-
supported service, alowing Amtrak to recover alarger share of route costs from states. In New York,
State operating support for the Adirondack service continuesto increase. In1997, New Y ork contributed
$960,000 to support the Albany to Montreal route. This year, New York expects to double this
contribution, and Amtrak has estimated that, to cover future losses, state payments will need to increase
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to nearly seven million dollars by 2007. New Y ork clearly supportsits Adirondack Service. However,
suchlarge increases will be difficult to continue, particularly if the State is not alowed to play alarger role
in the decisons surrounding schedules, fares and marketing.

While Amtrak hasincreased both its passenger and non-passenger revenuessinceenactment of theARAA,
costs have risen even faster. Amtrak's debt has increased tremendously. The US Department of
Trangportation's Inspector Generd (1G) reported in January that Amtrak's annua interest expense has
increased nearly four-fold from 1993 to 2001, and will more than double between 2001 and 2002,
reaching $187 million.

Withincreasing debt and rising cash losses, the self-sufficiency mandate hasforced Amtrak to pursue some
options to generate cash that were not in its long-term business interest. Amtrak has leveraged much of
its rolling stock, and last year, it mortgaged portions of one of its most valuable assets, New York's
Pennsylvania Station, in an effort to raise cash. The money was used, not to invest in the infrastructure, but
to support operations. Asthe Inspector Genera states, while smilar short-term mechanisms might dlow
Amitrak to technicaly meet a sdf-sufficiency mandate, "Not only would the victory be hollow in the short-
term, but the sacrifices made to achieve the immediate god would compromise the physicd and financid
integrity of any future passenger rail company, be it Amtrak or another entity or entities.”

We need to build the nation'srail sysemtolast. Fallureto invest in the infrastructure reduces the integrity
of the system, and the quality and rdliability of passenger service. Safe, reliable and frequent service is
essentid to attracting and maintaining ridership and generating the passenger revenues needed to support
passenger operaions. Conversdy, deferrd of basicinfrastructureinvestmentsaffectsoperationd rdiability.
On the Northeast Corridor, the most heavily utilized of Amtrak's routes, the total minutes of delay for
intercity trainshasincreased nearly 75 percent between 1998 and 2001. The nation must support adequate
predictable funding to prevent further deterioration.

The ARAA established the Amtrak Reform Council (ARC) to oversee Amtrak's progressin meeting the
operating self-sufficiency mandate. The ARC has been dedicated and professond asit has undertaken
itsduties. New Y ork has agreed with the ARC that Amtrak needsimprovements, epecidly itsaccounting
practices. New Y ork believesthat Amtrak should reform accounting practicesto provide dl stakeholders
withatrangparent report that conformsto Generally Accepted Accounting Principles. Without sound data,
management is not in a poadition to make consstently sound decisons.

However, New Y ork believes that the ARC came to a conclusion about the future of intercity passenger
rail service more than two years ago, and developed amode to carry out that vison. Whilethe ARC has
expanded on themodd, despite numerous hearings and comments, the modd and vison changed very little
sncetheinitid draft, and many of New Y ork'sissuesremain unaddressed inthe ARC'sreport to Congress.

For intercity passenger rail to be successful, it must provide safe, reliable, frequent and connected service.
New York believes that this will not occur without adequate, predictable funding and careful integration
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of planning, operations and infrastructure investment. Any proposd to modify the existing funding,
operations andindtitutional arrangementsmust not jeopardize or degradethe safety, rdiability and efficiency
of the existing passenger rail network. Y et initsrestructuring proposas, the ARC hasfalled to addressthe
critica funding need, and it has proposed separately managed operationsthat would vastly complicate the
task of providing an integrated network of services.

The Northeast Corridor, which isthe most complex, intensaly used rail corridor in the nation, illustratesthe
“real world” chalenges of restructuring without adequately addressing the practical implications of
inadequate capital funding and coordination. Splitting off the Northeast Corridor infrastructure to a new
owner/operator — without secure, long term funding — threatens the safety, security and integrity of this
critical transportation asset which provides anational aswell asregiona trangportation need. States are
invesing in the Northeast Corridor and other rail infrastructure now. Y et capitd investments by thefedera
government, states and private sector have not been adequate to address the more than $3 billion backlog
of repairs needed to bring the Northeast Corridor infrastructure to the state of good repair essentia for
operationd reiability. Without asecure source of capital funding, the states along the Northeast Corridor,
epecidly New York State which istill reling from the economic impacts of September 11, will be hard-
pressed to provide the leved of capita funding needed for this nationd transportation asse.

The Northeast Corridor alsoillustratesthe challengesto reliable, safe service posed by separately managed
operations. For example, inthetri-state New Y ork City area, hundreds of trains—intercity, commuter and
fraght — move through this congested area daily. Orchestrating the safe movement requires careful
scheduling of train movements, coordinated dispatching, and integration of infrastructure planning and
congruction. This has been accomplished in the New Y ork City area as aresult of years of negotiations
among dl the diverse owners and operators. Operating each rail corridor separately and without anationa
framework to provide connectivity — as proposed by the ARC —would cregte a series of disconnected
corridors thet fails to provide the nationa public benefits of rall.

While there are issues with Amtrak and the ARAA, perhaps the biggest success is that the requirements
of the ARAA have brought us heretoday to confront the future of intercity passenger rall service. Amtrak,
to its credit, has undertaken a variety of new and cregtive initiatives in an effort to become more
busnesdike, and, though struggling under that weight of its competing mandates, it is till here fighting to
provide service. That, too, isasuccess againg al odds.

The question now becomes the future. Currently, | serve as Chairman of the American Association of
State Highway and Transportation Officids (AASHTO's) Standing Committeeon Railroad Trangportation
(SCORT). SCORT, composed of therail representativesof thefifty State Departmentsof Transportation,
supports efficient and dependable intercity passenger rail service, and believes that Congress should:

1 Egablishasolid bassfor partnershipsfor passenger rail service between the statesand thefederd
governmen;
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1 Maintain the federd involvement necessary for financing and system integyrity;
1 Provide a stable system for funding operating codts, and
I Creste a dedicated, sustainable source of funding for rail infrastructure improvements.

SCORT currently has two studies underway to inform the debates on the future of rail. SCORT's freight
study will addressthe overdl role of rail freight in the nation's goods movement system, assess current and
future conditions dong mgor rall freight corridors, consder the vaue of improvements to the rall freght
systems, and review exiging rail public assstance programs. This study will be included in AASHTO's
family of Bottom Line reports being prepared for the reauthorization of the Trangportation Equity Act for
the 21st Century (TEA-21).

SCORT's passenger rail study, to be completed within the next few weeks, will be the basisfor SCORT's
decisons later thismonth on revisonsto AASHTO policy related to Amtrak and moregenerdly tointercity
passenger ral service. The passenger report will provide basic information about current intercity
passenger rall service in the United States, address impacts on highway and air modes including
opportunities for intermodal connectivity and integration, and characterize the vaue of invesments in
passenger rall service to our society, including the impacts on the economy and qudlity of life. 1t dsowill
identify important ingtitutiona and policy issuesfor further consderationby AASHTO. 1tisSCORT'shope
that these sudieswill not only inform AASHTO'sfuturerail policy, but will be useful in sheping the nationd
debate on the future of rall.

This Committee will play amgor rolein that future. A linked nationa system that provides nationd public
benefits will require acommitment of nationa policy and substantia funding. | know that this Committee
has been thinking about options for rail infrastructure funding. Mot recently, you haveintroduced the Rall
Infrastructure Development and Expansion Act for the 21st Century (RIDE 21), abill that authorizes $71
billionininvestment inthenation'srail infragtructure. New Y ork gpplaudstheleve sof investment proposed
inthislegidation. Whilewe understand that thishill isundergoing revison, thelatest draft containsanumber
of funding mechanisms for ral investment, including a combination of tax credit and tax exempt bonding,
loans, loan guarantees and reauthorization of the Swift Rail Development Act. Theseinvestment Srategies
are agood first step, but New York State firmly believes that delot mechanisms aone will not dlow the
necessary investments to improverail infrastructure. Congress should support arelaionship equivaent to
that provided for other trangportation modes, i.e., dedicated federa funding and an 80/20 federd-state
partnership. Thisleve of commitment, without cumbersomeand potentialy problematic requirementssuch
as interstate compacts, is critica to developing an intercity passenger ral system that supplements and
complements other modes of trangportation in an integrated transportation system.

New York State gppreciates the excelent work and dedicated service of this Committee. New York
believes in the future of intercity passenger rail service, and we look forward to working with this
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Committee as the debate progresses. | thank you for this opportunity to comment. Those who live and
trave in this country are expecting you to build an intercity passenger rail system that is built to lagt.
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